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FINANCIAL AND MONETARY POLICY OF 
GREAT BRITAIN DURING THE 
NAPOLEONIC WARS 


SUMMARY 


The sources of revenue; how much from loans, how much from taxes, 
216. — Comparison with the World War, 219. — Relation of unfunded 
loans to total borrowing, 220. — Remittances to foreign countries: the 
machinery of payment, 222. — Total of loans and subsidies, 225. — Im- 
port and export statistics unattainable, 229. 


I. FrnancraAL Pouicy 


In this paper, and in another which is to follow, it is 
proposed to examine, in the light of new evidence, first, 
the financial operations of Great Britain during the 
period from 1790 to 1816, and second, the course of 
monetary discussion during that period in its relation to 
the financial and economic needs of the time. The pres- 
ent paper will be concerned chiefly with the sources of 
the public revenue, and with the heavy remittances 
which the British Treasury had occasion to make to the 
Continent for the support of British armed forces and by 
way of loan or subsidy to allies. 

Statistical materials for British Treasury operations 
during the Napoleonic Wars have never, so far as the 
writer is aware, been prepared in a form permitting use- 
ful analysis. A condensed presentation of the public 
accounts for the years 1790 to 1816 may be of value, not 
only because of its bearing on financial and monetary 
history, but for incidental comparison with the finan- 
cing of the World War. A search through the published 


214 
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TABLE I. — British NET PUBLIC EXPENDITURE, WITH PRINCIPAL 
HEADINGS, 1790-1816 
For 1801-16 payments out of gross income were deducted from the original data, 
which give only gross expenditure. Balances omitted. 
(Unit: £1,000,000) 


(1) (2) (3) (4) (5) (6) (7) 
Years |———— —______ |__| m re ee 
enue , Interest Civil Total Total 
Oct. 10 | Interest Capital and govern- War § civil expendi- 
charge * | charge} | capital ment $ | services | and war ture 


1790 9.37 9.41 18.78 2.20 5.22 7.42 26.20 
1791 9.43 | 10.63 | 20.06 2.39 6.18 8.57 28.63 
1792 9.31 | 10.60 19.91 2.06 5.58 7.64 27.55 
1793 9.15 8.76 17.91 2.34 | 10.34 | 12.68 30.59 
1794 9.80 | 15.91 | 25.71 2.07 | 14.93 | 17.00 42.71 
1795 | 10.47 | 12.73 | 23.20 2.25 | 25.59 | 27.84 51.04 
1796 | 11.60 | 14.28 | 25.88 2.52 | 24.12 | 26.64 52.52 


ee e | r | a eee | e ff | aa | a 


C a d L a A O O 


Years 
ending 
Jan. 5 
following 

9.05 | 32.73 51.78 5.75 33.58 | 39.33 91.11 
1802 19.63 | 28.32 47.95 6.25 22.57 | 28.82 76.77 
1803 19.92 | 22.43 42.35 5.67 21.65 | 27.32 69.67 
1804 19.84 | 19.13 38.97 7.74 29.78 | 37.52 76.49 
1805 21.49 | 35.23 56.72 8.72 37.08 | 45.80 || 102.52 
1806 22.41 | 39.61 62.02 6.08 38.14 | 44.22 || 106.24 
1807 23.01 | 39.43 62.44 6.85 37.02 | 43.87 || 106.31 
1808 22.33 | 48.98 71.31 6.66 42.11 | 48.77 || 120.08 
1809 23.38 | 47.11 70.49 6.93 44.21 | 51.14 || 121.63 
1810 23.68 | 50.31 73.99 8.97 45.55 | 54.52 || 128.51 
1811 23.86 | 49.27 73.13 6.80 50.28 | 58.42 || 131.55 
1812 25.58 | 56.24 81.82 8.47 57.62 | 66.09 || 147.91 
1813 26.43 | 67.93 94.36 9.18 70.53 | 79.71 || 174.07 
1814 29.11 | 56.42 85.53 9.19 69.07 | 78.26 || 163.79 
1815 31.39 | 73.98 | 105.37 14.72 53.40 | 68.12 || 173.49 
1816 32.19 | 57.53 89.72 6.90 25.72 | 32.62 || 122.34 


* Includes interest and management of Irish debt funded in England and discount on 
prompt payment of loans. 

+ Includes sinking fund of Irish debt funded in England. Funding of Navy, victual- 
ling, and transport bills included, 1794-97, inclusive. The principal item in the capital 
charge is retirement of Exchequer bills. 

t Includes advances and loans to Ireland in 1797 and 1815 (9.93). Payments (prin- 
cipally management) out of gross income (civil) deducted, 1801-16, inclusive. 

§ Includes an item of public advances of money (usually in Exchequer bills) “for the 
relief of merchants” in 1793 (2.20), 1795 (.81), 1796 (.10), 1811 (1.34). Includes ad- 
vances and grants to the East India Company for war purposes. Payments out of gross 
income (military) deducted, 1801-16, inclusive. 
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official records disclosed a Parliamentary Report! from 
which Tables I and II have been prepared. Table I 
presents the net expenditure of Great Britain (not in- 
cluding Ireland) from 1790 to 1816, with the leading 
headings in that account. These comprise: payments 
of interest on the debt; capital charge; expenditures 
for civil government; and, finally, the expenditures 
specifically for the Army, Navy, and Ordnance. The 
great preponderance of expenditures for military pur- 
poses over those for civil purposes is revealed. The 
specific war expenditures are themselves a good index 
of the comparative intensity and scope of the military 
and naval operations. The peak of the war expenses 
occurred in 1813, which, taken altogether, was the year 
of heaviest campaigning. ‘The first three columns of 
the table indicate the striking expansion of payments 
on account of loans, the chief element therein being 
matured Exchequer bills, paid off with the proceeds 
from new issues. The annual interest charge shows a 
steady growth, and in 1816 was more than three times 
that of 1790. 

Turning to Tables II and III, we may observe the 
manner in which the income of the state was raised. The 
revenue (excluding loans) is seen to have been derived, 
to a considerable extent, from excise and similar duties. 
The most interesting data for the present purpose are 
those showing the proportion of the total public income 
derived from taxation and other non-loan revenue to 
that derived from borrowing. It is apparent from the 
figures of Table II that the effort to raise extraordinary 
supplies by increase of taxation and the tapping of new 
sources of revenue was feebler and less successful in the 


1. Public Income and Expenditure, 1869; vol. 35 (Chisholm’s Report). The tables 
below indicate the meaning cf the various items shown. After 1816 the accounts are no 
longer on a comparable basis, owing to the consolidation of the British and Irish Ex- 
chequers. 
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TABLE IJ. — British PUBLIC INCOME, WITH PRINCIPAL 
HeEapinos, 1790-1816 
For 1790 to 1800, original data give net income; 1801 to 1816 gross income, i. e., in- 
cluding a small item of management, drawbacks, etc., not formerly included. As ex- 
plained below, the total income figures (in col. 10) are net throughout. 
(Unit: £1,000,000) 


(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 


RN | NS | | NS | A | es | | awa aeeene | nme | SS 


Bath Cus- rie cape Eri i on Total || Funded a d Total | Total 
Oct. 10} toms stamp | sessed | PTOP- miscel-} Reve- || bor- bor: borrow-| nett 
duties duties |taxes* “ed oe a rowing |, owing ing income 
1790 | 3.46] 9.02; 2.99 . | 1.54 |17.01 .61 | 8.382; 8.93] 25.94 
1791 | 4.02} 9.82; 2.91 .. | 1.76 118.51 ... {10.49} 10.49; 29.00 
:1792 | 4.10 110.20 | 3.02; ... | 1.58)18.90)}) ... | 8.52; 8.52] 27.42 
(1793 | 3.56 /10.01 | 2.95 .. | 2.00 118.52 || 3.92; 8.52} 12.44); 30.96 
(1794 | 4.35] 9.85; 3.03 .. | 2.10 |19.33 12.91 |10.05 | 22.96 | 42.29 
[1795 | 3.42 111.37 | 2.94) ... | 1.82 119.05 |!18.79 {13.74 | 32.53 | 51.58 
1796 | 3.64 /10.88| 3.02; ... | 1.84 119.38 |'28.58 | 6.99 | 35.57 | 54.95 
1797 | 3.94 |12.28 | 3.36 .. | 1.90 21.48 |/42.84 10.24 | 53.08 | 74.56 
1798 | 4.74 113.841 4.58) ... | 4.06 |27.23 (122.76 114.26 | 37.02| 64.25 
1799 | 7.06 |14.31 | 6.45) 1.67 | 3.02 |82.51 |/16.35 |27.22 | 43.57 | 76.08 
1800 | 6.78 |13.21 | 5.09 | 4.51] 3.36 32.95 |/20.50 |25.99 | 46.49 | 79.44 
Fourth 
quar- 


1800 | 2.39; 4.00; 1.60} 1.02; .65} 9.66)) 2.67 | 7.08; 9.75} 19.41 


SS | | LS | RS | RS | emcees | <i 


Years 

ending 

Jan. 5 gross net 
1801 | 8.76 /14.61| 4.64] 5.80} 2.04 /35.85 ||36.14 |23.59 | 59.73 | 91.48 
1802 | 7.73 |18.67 | 5.382) 3.33 | 3.46 38.51 26.05 |16.45 | 42.50| 77.68 
1803 | 8.19 22.19 | 5.80] .38] 3.84 140.40 ||11.95 |18.91 | 30.86 | 68.65 
1804 | 9.46 124.96 | 6.02 | 3.69 | 3.94 48.07 || 14.15 |18.71 | 32.86 | 77.92 
1805 |10.15 (27.25! 6.26 | 4.59 | 4.92 153.17 ||25.34 127.67 | 53.01 |103.15 
1806 10.81 28.38 | 6.39| 6.16 | 6.26 158.00 |/20.11 130.89 | 51.00 |105.93 
1807 |10.55 |29.19 | 7.02 |10.15| 5.40 162.31 ||15.53 134.45 | 49.98 |108.73 
1808 110.28 130.36 | 7.62 11.40 | 5.51 165.17 ||14.22 |45.11 | 59.33 |120.63 
1809 11.90 |28.69 | 8.44 12.41 | 5.09 166.53 ||22.64 136.09 | 58.73 121.44 
1810 |12.42 31.30 | 7.74 113.49 | 7.35 |72.30 ||21.60 137.72 | 59.32 |127.70 
1811 |10.94 |31.23 | 7.39 |13.21 | 7.63 |70.40 ||23.75 |41.22| 64.97 |131.51 
1812 /11.58 28.90 | 7.50 113.06 | 9.11 170.15 ||34.92 145.78 | 80.70 |146.77 
1813 |11.87 130.80 | 7.91 114.27 |11.84 |76.69 ||51.14 154.16 |105.30 {177.86 
1814 {12.61 (32.24 | 8.04 |14.52 |10.60 '78.01 ||36.62 152.27 | 88.89 |162.65 
1815 |11.95 [82.28 | 9.50 |14.62 |14.43 182.78 ||50.66 |44.83 | 95.49 |173.95 
1816 10.08 |30.42 7.39 


11.80 |10.21 (69.86 || 9.25 |46.59 | 55.84 |121.33 


* Includes duties on pensions, offices, personal estates; and war-tax beginning 1798. 

t Includes repayment of impost money and mercantile advances; first fruits; income 
from Crown Lands; conscience money; lotteries and prizes; and remittances of interest 
from Ireland. Figure for 1798 includes voluntary contributions of 2.13 million pounds, 
per 38 Geo. III, c. 16. After 1809 includes remittances from Ireland toward two-seven- 
teenths of joint United Kingdom expenditure. 

ł After 1800 there have been deducted from the grand total income the total pay- 
ments for collection and management, which renders the totals of the latter years 
approximately comparable with those of the preceding years. The discrepancy in the 
separate items is mainly in the customs and excise. 
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TABLE III. — PERCENTAGE OF ToTAL British Net INCOME DERIVED 
(a) FROM REVENUE, AND (b) BY Borrowina, 1790-1816 * 


(Unit: one per cent) 


Year | Revenue’} Loans Year [Revenue] Loans Year {Revenue} Loans 


ne a 


1790 65.6 | 34.4 | 1799 | 42.7 | 57.3 || 1808 | 50.8 | 49.2 
1791 63.8 | 36.2 | 1800 | 41.5 | 58.5 || 1809 | 51.6 | 48.4 
1792 69.0 | 31.0 || 1801 34.7 | 65.3 | 1810 | 53.5 | 46.5 
1793 59.8 | 40.2 | 1802 | 45.3 | 54.7 || 1811 50.6 | 49.4 
1794 45.7 | 54.3 | 1803 | 55.1 | 44.9 | 1812 | 45.0 | 55.0 
1795 36.9 | 63.1 | 1804 | 57.8 | 42.2 | 1813 | 40.8 | 59.2 
1796 30.3 | 64.7 || 1805 | 48.6 | 51.4 || 1814 | 45.3 | 54.7 
1797 28.8 | 71.2 || 1806 | 51.8 | 48.2 | 1815 | 45.1 | 54.9 
1798 42.4 | 57.6 || 1807 | 54.0 | 46.0 | 1816 | 54.0 | 46.0 


* Since total income and total expenditure usually coincided within a very small mar- 
gin (representing balances), the figures hold equally well as showing the proportion of 
revenue and borrowing to expenditure. The years are as explained in other finance 
tables above. 


first phase of the war (1793-1802) than in the second 
(1803-15). William Pitt, confronted in the early years 
of the war by a seriously strained money-market, and 
repeatedly implored by the Bank to desist from forcing 
Exchequer bills down the throat of that institution, re- 
sorted to heavy long-time borrowing. After the Bank 
restriction had brought the flexibility necessary for 
emergency financing, he was able to derive more income 
by means of unfunded borrowing, as is shown in the per- 
centage of Table IV. Not until 1799, however, did Pitt 
obtain any addition to his funds by the introduction of 
an income tax. This tax actually proved a much less im- 
portant source of revenue, taking the period as a whole, 
than the excise and other duties, all of which were made 
to bring in, particularly during the later years, greatly 
augmented sums. Pitt made an ambitious attempt in 
1798 to increase the produce of the land and assessed 
taxes to seven millions; but only four millions odd were 
received. The hope of raising a sum of at least ten 
millions from the income tax was not realized until 1807, 
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when a new ministry, headed by Grenville, stepped into 
power. There was one financial practice of this time 
which no doubt might be regarded critically — namely, 
the use of a sinking fund, by virtue of which (to quote 
Mr. Gladstone) ‘‘you were continually buying up stock 
at 3, 4, or 5 per cent below the rate at which you were 
simultaneously creating stock in order to find the money 
to make the purchase.” ? 

Pitt’s initial errors, however, should not becloud the 
recognition of his courageous attempt to formulate and 
apply sound methods. Upon proposing his income tax, 
he explicitly stated his guiding principles to be: ‘‘first, 
to reduce the total amount to be at present raised by a 
loan; and next, as far as it was not reducible, to reduce 
it to such a limit that no more loans should be raised 
than a temporary tax should defray within a limited 
time.” 3 As for the years from 1806 to 1816, (quoting 
again from Gladstone), “the sums then raised were not 
only amply sufficient to pay the expenses of the civil 
government of the country, but also the whole outlay 
required by the War . . . and the interest of the debt 
as the debt stood before 1793; the charge, however, on 
the accumulations between 1793 and 1806 — some of 
which were still accumulating at compound interest — 
they were never able to overtake.” 4 

The ratios of revenue to total income are shown in 
Table III. The average ratio for the entire period, 
1793-1816, is no less than 46.8 per cent, a figure which 
certainly does high credit to the financial leaders of the 
time.® For the five years of the recent World War, Pro- 


2. From the eloquent speech of Gladstone on May 8, 1854 (Hansard, Series ITI, vol. 
132, col. 1475). Cf. also the papers by William Newmarch, Journal Royal Statistical 
Society, 1855, vol. 18, pp. 104 ff. 

3. Quoted in Hansard, op. cit., col. 1476. 

4. Op. cit., col. 1477. 

5. The same average ratio holds true between total revenue and total expenditure for 
the entire period. The year 1816 is included in the “war” period because a certain 
amount of specifically military expenditure was continued until that time. 
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fessor Seligman has calculated the corresponding pro- 
portion in Great Britain to have been but 28.1 per cent.® 
We have already alluded to the proportion of the total 
public borrowing which took the unfunded form of 
Exchequer (and similar) bills, and these percentages are 
presented in Table IV. For the entire war period the 


TABLE IV. — PERCENTAGE OF UNFUNDED TO ToTaL PUBLIC BORROW- 
ING, ANNUALLY, 1793-1816 * 


(Unit: one per cent) 


1793... .68.5 1802... .38.7 1811... .63.4 
1794... .43.6 1808... .61.3 1812... .56.7 
1795... .42.1 1804... . 56.9 1813....51.4 
1796... .19.6 1805... .52.1 1814... . 58.8 
1797....19.3 1806... .60.5 1815... .47.0 
1798... .38.5 1807... .68.9 1816... .83.4 
1799... .62.4 1808... .76.1 
1800 * . . 55.9 1809... .61.5 
1801... .39.5 1810... .63.6 


* Years ending October 10, to 1800; thereafter, ending January 5 following. The 
figure for the odd fourth quarter of 1800 is 72.6%. 


ratio of unfunded to total borrowing was 54 per cent, or 
roughly an equal amount from each source. For the 
second war alone, the proportion of short-time financing 
was somewhat higher. 

It is difficult, in the light of these facts, to charge the 
men who were responsible for Great Britain’s security 
in the Napoleonic days with having neglected reason- 
able precautions against excessive inflation. 

It is possible, incidentally, to make a somewhat more 
precise calculation of the money cost of these wars to the 
British people, as well as of the relative part played by 
distinctively war revenues and war loans. Suppose we 
calculate what would have been the total annual expen- 

6. The Cost of the War and how it was Met; American Economic Review, December, 


1919, p. 749. The period taken comprises the years (ending March 30) from 1915 to 
1919, inclusive. 
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diture, assuming a constant ‘‘normal”’ growth based 
upon the increase in the twenty years prior to 1793. 
Such hypothetical amounts, subtracted from the actual 
expenditure, give the approximate differential expense 
arising from the war. This expenditure between 1793 
and 1816 is found to be 1573 million pounds.’ Perform- 
ing a similar calculation for the non-loan revenues 
throughout the war period, we arrive at 556 million 
pounds. The proportion of the latter to the former sum 
is 35 per cent. For the recent war Professor Seligman 
has put the proportion of British war taxes to war ex- 
penditure, computed in similar fashion, at 17 per cent; 
altho this does not include certain non-loan revenues 
other than taxes. 

A final comparison may be added of the annual aver- 
age war costs of the two periods. For the entire period of 
the French Wars, the average differential war expendi- 
ture per annum was about 65 million pounds, against 
about 1720 millions for the World War.® During the last 
five years of actual hostilities against Bonaparte (1811— 
15) the average war expenditure was about 120 million 
pounds per annum. Taking these five-year periods of 
roughly comparable, tho by no means equal, intensity, 
we conclude that the pecuniary financial operations in 
the recent war were on a scale about fourteen times that 
of the Napoleonic Wars. 


A second important question in connection with the 
financing of the French Wars is: how much was it neces- 
sary to expend abroad for war purposes, and how, if at 
all, did this unusual external financing operate upon the 


7. A large portion of this sum, of course, represents not so much the cost of war opera- 
tions as the cost of war financing, i. e., the interest and repayment of the National Debt. 
It is, furthermore, only the “cost” during what may be considered the War period; 
public expenditure after 1816 was on a permanently higher level (despite price deflation) 
owing to the War having occurred. 


8. Seligman, op. cit. 
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foreign exchanges and the price of specie which so en- 
grossed contemporary attention? In recent years essen- 
tially similar phenomena on a grand scale have attracted 
universal attention. For example, in connection with 
the dramatic fall in the exchanges of central Europe we 
have again the same controversies as to whether it is in- 
ternal inflation or external debt which forms the prime 
factor in the situation, and whether the internal infla- 
tion itself 1s, or is not, in large part a result of the exter- 
nal debt remittances. Important international policies 
have in no small degree been shaped by pronounce- 
ments of alleged experts which are but echoes from the 
Napoleonic ‘“‘ golden age” of monetary theory which at- 
tributed all exchange irregularities to “depreciation.” 

Something must first be said of the machinery which 
existed in the earlier period for financing army services 
abroad and for remitting loans and subsidies to allied 
states. Under the former of these heads (army services 
abroad) we shall limit our attention to the British Army. 
The Navy, Victualling, Ordnance, and other expendi- 
tures of course varied with these, but were compara- 
tively light and are now beyond the reach of statistical 
analysis. 

The expenditure for the support of the British forces 
was divided into two heads, known as ‘‘ordinary’’ and 
“extraordinary.” The former comprised sums specially 
voted or granted by Parliament, while the latter com- 
prised expenditure for which ways and means were not 
previously provided but which were raised as found nec- 
essary. Armies serving abroad obtained their ‘ ordin- 
ary” requirements through officers known as deputy- 
paymasters, who drew bills of exchange upon, or re- 
ceived consignments of specie from, the two paymas- 
ters-general of the forces in London. The latter paid 
the bills from accounts kept with the Bank of England. 
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The second, and much more important, class of foreign 
‘‘extraordinaries”’ was financed by officers called com- 
missaries-general and their deputies and assistants, who 
drew bills directly upon the Treasury. These bills were 
always payable by and at the Bank of England.’ A 
large proportion of the current financing of the govern- 
ment by the Bank through the purchase of Exchequer 
bills was for the purpose of meeting these foreign drafts. 
The payment of foreign subsidies and loans and the 
support of diplomatic and special agents abroad were 
handled through the paymasters-general either by bills 
on London or by remittances from London of foreign 
bills and specie. These funds in some cases went through 
the hands of the commissaries at foreign stations. Be- 
tween 1807 and 1816 a single officer, called the commis- 
sary-in-chief, was placed over the paymasters-general 
and made responsible for all the financial provisions. 
The published accounts of the foreign military ex- 
penditure during these wars are very meagre and un- 
satisfactory.! A search for original documents was, 
therefore, made in the Public Record Office in London, 
and it was found possible, fortunately, to consult the 
original ledgers of the Paymasters’ Office, as well as the 
Audit Office rolls and ledgers, which, together, contain 
the desired information. This was obtained, however, 
only after laborious compilation of many separate en- 
tries and no little puzzling over ancient peculiarities 
in Treasury practice. It was considered important to 
secure, so far as possible, complete records of all the 
amounts chargeable against London on account of the 
armies and the allies in Europe, and to compile the 


9. See Chisholm’s Finance Report; Parl. Papers, 1861-69, vol. 35, part ii, 669 ff. 


1. A Committee of Inquiry on the Bank Suspension in 1797 collected figures of bills 
drawn from, and sums remitted to, various parts of the world for 1793—96, inclusive; the 
Appendix to the Bullion Report of 1810 contains similar, but much less complete, 
data for 1804-09. See also the pamphlet containing Vansittart’s speech on the Bank 
question, 1811 (B.M. 1028E12). 
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data in annual form, so that each year’s total would con- 
tain only items actually drawn or remitted in that year. 
The Paymasters’ ledgers record, first, the specie sent by 
their office to foreign posts, with dates. They give, 
secondly, totals of the bills drawn in the current year by 
paymasters, and these involve no trouble. In the case 
of commissaries’ bills upon the Treasury (for extraordi- 
naries) the ledger entries were dated according to the 
time when the bills were finally paid at the Bank, which 
was frequently several months after the negotiation of 
the bills. Records were made of all these amounts. It 
was later found that the Audit Office ledgers ? and rolls 
containing the Treasury audits of the accounts of most 
of the individual commissaries, ambassadors, etc., sup- 
plied information as to the exact dates within the year 
when all their bills were drawn. Not all the accounts 
appear to have been audited; but so far as possible 
these audits were used to correct the dating and amplify 
the information already obtained. In cases where the 
P. M. G. records alone existed, careful estimates were 
made in order to allocate the sums to the proper year in 
which they were drawn.? 

As for the payments on account of foreign subsidies 
and loans, there is an official Account giving what pur- 
ports to be the sums so paid by the Treasury during each 
year of the war. This account, however, is in several re- 


2. These ledgers contained the audits prior to engrossing, and were more convenient 
to handle than the cumbersome rolls. 

3. In the P. M. G. and A. O. records foreign specie was converted to sterling value in 
various ways, and only close approximation was possible. Usually the current price of 
gold (or silver) was used, and this was the practice adopted by the writer where no con- 
versions had previously been made. 

I have preserved the text of two small items entered in the P. M. G. ledgers which are 
not without human interest: 

“ August 11, 1815: To cash paid Rear Admiral Sir George Cockburn on account of the 
expenses he may incur in the conveyance and accommodation of General Buonaparte 
and suite to the Island of St. Helena in H.M.S. Northumberland, £1500.” 

“ August 31, 1815: To cash paid to Capt. Lord Arthur Hill for bringing despatches 
from His Grace, the Duke of Wellington, announcing the surrender of Paris to the Allied 
Armies . . . £500.” 
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spects seriously defective, and it seemed preferable to 
include in the present computations only data drawn 
from the sources just described, even tho the results are 
frequently at variance with the official return.‘ 

The financing of the various European states which, 
at one time or another, were allied with Britain against 
France, was predominantly by means of out-and-out 
subsidies rather than by loans. The only loans of any 
consequence were as follows: 


1794-96: The Emperor of Germany, £4,600,000 (guaranteed loan). 

1796-97: The Emperor of Germany, £1,620,000 (of which £1,200,- 
000 were sent by Pitt without Parliamentary authoriza- 
tion. The loan was not repaid. Much of it went to pay 
interest on the first loan). 

1809: Portugal, £600,000 (payment maintained only to 1815). 

1813: The House of Orange, £200,000 (not guaranteed; repaid). 

1814: French Bourbons, £200,000 (not guaranteed; repaid).°® 


The states to which subsidies of any considerable 
amount were remitted include Austria, Russia, Prussia, 
Bavaria, Hanover, Hesse-Cassel and various German 
states, Sweden, Sicily, Sardinia, Portugal, and sundry 
corps of French émigrés. 

In casting up annual totals of all these foreign military 
payments, a distinction was maintained between the 
army and the subsidy account, and the respective 
amounts, with the total, are given below in Table V.® 


4. This Account is to be found in Parl. Papers, 1854, vol. 39 (466), and also in Chis- 
holm’s Report, 1868-69, vol. 35. The amounts appear to be sums granted by Parlia- 
ment, but in many cases sums so voted are known to have been paid only in part or not 
at all. The figures also appear to include the value of munitions and supplies, in which 
we are not interested. 

5. On the whole matter of loans and subsidies see Finance Accounts, 1801, vol. 3, p. 
453; J. H. Clapham, Economic Journal, December 1917, p. 495; Hansard, vol. xxxii, 
col. 1027; and Chisholm’s Report of 1869, pp. 547 ff. The first of these loans was re- 
mitted directly to the agents of the Austrian government and complete records of its 
remittance do not exist in print. A rough estimate from fragmentary data was made of 
the sums remitted in each of the years. The loan involved an addition to the British 
funded debt (Imperial 3% annuities) and after May 1797, when interest payments from 
the Emperor ceased, the entire charge was assumed by the Treasury. Germany finally 
repaid the claims against her in 1824. 

6. See also Chart II, p. 231, where these totals are aligned with the course of foreign 
exchange (price of silver dollars). 
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The totals relate, it will be remembered, only to the 
Continent of Europe (as the principal scene of warfare). 
They are not wholly complete or perfectly accurate, but 
they are believed to be a reasonably trustworthy index, 
at any rate, of the yearly fluctuations in the prepon- 
derant, and hitherto virtually ignored, element in Great 
Britain’s balance of indebtedness during the period in- 
volved. The figures for the years 1811 to 1815 are im- 
pressive, being swollen by the costly operations in the 
Spanish Peninsula. It is noteworthy that Wellington’s 
armies did not “live on the country,” but paid their 
way, very largely with hard cash obtained from the 
Bank of England or scraped together from other quar- 
ters.” In response to an urgent message from Welling- 
ton in the fall of 1812, asking for £100,000 a month, the 
Commissary-in-Chief, Mr. C. J. Herries, secured the 
funds (mainly gold coin) from the Bank of England by a 
special Order-in-Council and much against the wishes of 
the Bank directors.’ In 1813 heavy cash remittances 
were called for and sent down to Spain and Portugal, in 
addition to the negotiation of immense sums in bills. 
The Bank in this year supplied no less than 1,400,000 
sterling in gold coin alone; and chests of Spanish dollars, 
Hanoverian pistoles, louis d'or, ducatoons, bars, and 
other assorted specie, were accumulated and consigned 
by frigate.” All of this suggests strenuous efforts to 
maintain the exchange value of the pound, by com- 
mandeering all the available specie that ingenuity could 
discover, in order to moderate the purchase of foreign 


7. The Bank, while restricted from paying cash to the general public, was permitted, 
and indeed required, te furnish specie (even British coin) for the needs of the State. 
Ordinarily British coin could not legally be exported. In 1815 specie was even engaged 
for shipment for army needs through special agents in South America. 


8. Cf. Life of Herries, vol. 1, p. 78. 


9. The total payments in 1818, according to the writer’s tabulation, are well over half 
the entire declared value of British manufactures exported. 
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TABLE V.— CONTINENTAL BRITISH WAR EXPENDITURES; AVERAGE 
PERCENTAGE DEVIATIONS IN PRICE OF SILVER; BANK oF ENGLAND 
AVERAGE RESERVE, ANNUALLY, 1793-1820 


(1) Bills drawn, and bills and specie remitted, for the British armies in Europe. 

(2) Bills drawn, and bills and specie remitted, for British subsidies, loans, and pay- 
ments to foreign states and diplcmatic agents. 

(3) Total of (1) and (2). 

(4) Estimated value of grain imports into Great Britain in excess of £2,000,000. 

(5) Grand total of preceding items. 

(6) Average annual percentage deviations from par of Spanish silver dollars 
(Unit: 1 per cent). 

(7) Average annual reserves of the Bank of England (Unit: £1,000,000). 


(Unit: (1) to (5), £1,000,000) 


Year (1) (2) ais) (4) ats (6) (7) 
1793 6 8 1.4 ae 14 — 10] .... 
1794 2.3 3.0 5.3 a 5.3 i — 16 6.7 
1795 4.4 5.1 9.4 ee: 94 | + 2.4 5.4 
1796 1.0 3.4 4.5 2.5 7.0 | + 4.2 2.0 
1797 2 1.4 1.6 ae 1.6 + 1.7 3.1 
1798 2 2 3 er a — 1.0 6.4 
1799 1.3 2.1 3.4 tae 3.4 + 5.1 7.0 
1800 1.1 3.4 4.5 6.8 11.3 +11.2 5.4 
1801 1.7 2.2 3.9 8.2 12.0 || +15.9 4.5 
1802 6 8 1.4 2 15 I+ 9.5 4.0 
1803 2 wl 3 eee .3 + 7.8 3.6 
1804 .1 6 wf MAPES T + 7.0 4.8 
1805 8 1.9 2.7 1.8 4.5 + 7.1 6.7 
1806 7 1.1 1.8 nae 1.8 +10.0 6.1 
1807 1.7 9 2.6 pene 4 2.6 + 9.7 6.5 
1808 3.9 2.8 6.6 oe 6.6 + 7.2 6.4 
1809 5.6 2.7 8.4 7 9.1 +10.2 4.0 
1810 6.8 2.3 9.1 5.1 14.1 +14.4 3.4 
1811 11.6 22 13.8 e 13.8 || +21.1 3.3 
1812 13.0 1.8 14.8 or 14.8 | +28.0 3.0 
1813 17.9 8.2 26.1 2 26.3 || +38.2 2.6 
1814 15.5 6.8 22.3 8 23.1 +26.4 2.2 
1815 7.0 4.9 11.9 kes 11.9 +-18.4 3.0 
1816 1.3 1.6 2.9 KEENE 2.9 + 2.3 6.6 
1817 | Negligible | Negligible || Negligible 4.4 4.4 + 5.4 10.8 
1818 z j : 8.9 8.9 +11.6 7.8 
1819 “ . : 2.2 2.2 + 7.2 3.9 
1820 k ü : al 7 + 1.5 7.3 
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bills and of specie in the open market. In all these com- 
plicated operations Mr. Herries had the valuable assist- 
ance, between 1813 and 1815, of Nathan M. Rothschild, 
probably the foremost private financier of his day. 
Rothschild utilized his numerous powerful connections 
with Frankfort, Amsterdam, and other Continental 
centers in handling what in those days were prodigious 
sums. 

It would be desirable to supplement these estimates 
for the heavy foreign military expenditure by statistics 
of the British balance of trade. This, unfortunately, is 
impossible. During this period the Custom House re- 
corded imports and exports at fixed “official” valuations 
based upon the prices of the goods toward the close of 
the seventeenth century. No declared valuations were 
introduced until 1798, and then only for exports of Brit- 
ish manufactures. After many attempts and much con- 
sideration, the writer concluded that it was wholly 
impracticable to reduce the official values to even 
roughly approximate actual values.: 

There is one item of importance, however, which can 
be used to supplement our foreign-payment calculation, 
namely, the estimated value of unusually large importa- 
tions into Great Britain of foreign wheat and other grain 
during years of poor domestic harvests. Taking two 
million pounds as the value of grain which would be 
considered the maximum imported during normal years 

1. Of course, trade statistics in this form do give us something which is useful in an- 
other way: they are a rare example of indices of changes in the volume (at constant 
prices) of imports and exports. Since this has some bearing on our discussion, these 
values (taken from Parl. Papers, 1898, vol. 85) have been plotted on a logarithmic scale 
on Chart I. This shows that the aggregate quantities of exports and imports, during the 
period of war and inconvertible paper, expanded and fluctuated fairly well in unison, 
altho the volume cf exports tended to increase at a slightly more rapid rate. There was, 
however, during the period a decided downward trend in the prices of some leading ex- 
ports, particularly cottons; also, the exports included supplies consigned abroad for 
military purposes. We may conclude, however, that the adverse balance of military 


payments of itself caused no important readjustments in the volume of foreign commerce 
which might have compensated the rise of the exchange rates against England. 
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of no special crop deficiency, the excess above this 
would roughly represent extraordinary outlay which 
could not be balanced by immediately available com- 
modity (or “‘service’’) exports. Such purchases of for- 
eign “‘grain”’ (which came mostly from the Baltic region 
and involved higher prices than would have prevailed in 
times of peace) are analogous to the item of army and 
subsidy bills, which demanded immediate payment and 
acted at once upon the sensitive exchange market. To 
the war expense account in Table V there have, ac- 
cordingly, been added for certain years of scanty har- 
vests these estimates of the value, in excess of two mil- 
lion pounds, of all grain imports.’ 

The grand total (column 5) in Table V, which in- 
cludes unusual grain imports alone after 1816), is our 
final set of figures indicative of the magnitude and the 
variation of the Continental military expenditure and of 
one important commercial debit. In this same table 
(column 6) are given the average percentage deviations 
from par of the price of silver in London. While Eng- 
land, in the absence of the Bank suspension, would have 
been on a virtual gold basis during this time, it is pos- 
sible to secure only scattered quotations for the price of 
gold. Since silver was largely used, however, in transac- 
tions with the Continental countries, the average price 
per ounce of Spanish dollars may be regarded as the 
most trustworthy single index, not only of the price of 
specie, but of the general drift of foreign exchange move- 
ments, inasmuch as bills of exchange and specie are 
merely alternative means of foreign remittance. 

On Chart II our calculations of the extraordinary 
foreign payments are brought into graphic comparison 
with the percentage deviations from the par of silver. 

2. Taken from the Pamphleteer, 1818, vol. 15, p. 285. The series there given agrees 


exactly with data given in Parl. Papers, 1812-13, vol. 12, so far as the latter go, and ap- 
pears to be sufficiently accurate for our purpose. 
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During the years 1794-96, while bullion was still easily 
obtainable at the Bank, the payments caused a heavy 
drain of specie without much affecting its market price, 
and it was this drain which mainly precipitated the Bank 
suspension.? Upon the whole, the agreement between 
the curves is striking and strongly supports the opinion 
of an important degree of causal relation from heavy 
adverse balances of expenditure to a high price (in 
sterling currency) of bills on other countries and of 
specie.‘ 

The belief that the domestic price of specie was mainly 
raised through alterations in the relation of its demand 
and supply during these years is further supported by a 
third curve on Chart IJ, showing the annual average re- 
serves, including coin and bullion, of the Bank of Eng- 
land.” Every interval of heavy remittances carried 
down their reserves, which were sacrificed to the im- 
pelling demands of the public service. After the emer- 
gencies passed, the reserve continued to dwindle for a 
time and was then slowly built up again. To contem- 


3. Mr. R. G. Hawtrey, of the Treasury, has argued that it was not the military remit- 
tances which mainly occasioned the outflow of specie, but rather the return of France to 
a metallic basis after the collapse of the Assignats. (See Currency and Credit, 1919, pp. 
259 ff.) There is doubtless some truth in this, altho just why much gold should have 
fiowed into France from abroad is not wholly clear. Mr. Hawtrey further remarks: 
“It must be remembered that this effect [of the military payments] would be no greater 
than that of the investment of the same amount abroad in peace time.’’ This seems to 
the present writer definitely erroneous; capital flows abroad in peace time because there 
is a surplus of it seeking a profit; remittances have to be made in the emergency of war 
irrespective of conditions in the capital market and in the face of existing military and 
naval obstructions, which affect the rates of insurance and commission. 

No attempt was made in this study, and it is improbable that the data exist, to esti- 
mate the net freight and insurance charges payable by British merchants, or the amounts 
remitted abroad for interest on the public debt and other investments held by foreigners. 
The former item was probably fairly large in some years of the war, especially when neu- 
trals were engaging in the profitable game of defeating the Continental System. The 
latter item was probably of little importance. 


4. In 1811-12 the price of silver was maintained by adverse trade balances with 
northern Europe, partly arising from the Blockade measures. 


5. Averaged from accounts cf the Bank from 1794 to 1830, in the possession of the 
writer. See Review of Economic Statistics, October Supp!ement, 1923, for a descrip- 
tion of these data. The averages are of semi-monthly figures of the Bank’s holdings 
ef coin and bullion. 
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porary controversialists all such facts were either un- 
known, or known in such fragmentary form as to render 
them valueless for convincing argument. 

The restoration of the gold standard was not accom- 
plished until some six years after Waterloo. In 1817 
steps toward resumption were undertaken by the Bank; 
but, unfortunately, their carefully accumulated reserve 
was quickly drained away in 1818 by an unexpected 
shift in the commercial balance. It was then proposed 
(after a Parliamentary inquiry in 1819) to resume coin 
payment on May 1, 1823, after a gradual ‘‘stepping- 
down” process which had been suggested by Ricardo. 
An agreement between the Bank and the government, 
however, established full resumption on May 1, 1821. 
Price deflation began long before the resumption, being 
promoted by many failures among the unsubstantial 
country banks and business houses in 1815-16 and 
again in 1819. Even the price of specie and the ex- 
changes had substantially touched par in 1816 after the 
strain upon the remittance mechanism was relieved. 


NORMAN J. SILBERLING. 
UNIVERSITY OF CALIFORNIA. 


6. ‘‘ Under this the Bank was for a time to have paid in . . . ingots of bullion only, 
first at the rate of an ounce to 81s., then to 79s. 6d., and lastly, at the coinage rate of 77s. 
104d. before beginning to pay in coin on May 1, 1823.’’ Cannan, Paper Pound, p.xxxiv. 
See for the details of this proposal, Ricardo’s Ingot Plan, by J. Bonar, Economic Jour- 
nal, Sept. 1923. 
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